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Dear S i r  o r  Radamt 

We have conalderad your a p p l i c u t i o n  f o r  r a a o g n i t i o n  o f  exemption from Federal  
income tax  under sec t i on  5 0 1 ( c ) ( 3 )  o f  the  I n t e r n a l  Revenue Code, 

You i nco rpo ra ted  as a non-pro f i t  corpora t ion  i n  the S ta te  o f  ********  on ******** 
**** ***** . ,Your o r i g i n a l  p u r ~ o s e s  i n d i c a t r d  you war* organized t o  manufacture , 
s e l l  and lease medical  and m o b i l i t y  a i d  equipment. > A  f u r t h e r  attachment 
conta ined acceptable sec t i on  501 (c ) (3 )  language i n c l u d i n g  purpose. You amended 
t o  d e l e t e  language regard ing  manufacturing, s e l l i n g  and leaa ing  o f  equipment. 

You i n d i c a t e d  t h a t  your a c t i v i t i e s  were ( a )  research t o  so lve  phys i ca l  and 
menta l  problem8 o f  handicapped people by eva lua t i ng  devi'ces on the  market, ( b )  
research  and dovelopment o f  new improved methods and techniques o f  diagnosia and 
c u r i n g  sicknesses u t i l i z i n g  high-tech equipment, and ( c )  r e l i g i o u s  educat ion as 
o a r t  o f  medical t reatment.  

Your board o f  d i r e c t o r s  consists o f  two f a m i l y  members ( * * * * * *  ***** ********  
* * * * * * * *  )  who a lao  own a f o r - p r o f i t  c o n r u l t i n g  engineer ing f i r m  * ***** * * * * * * * * * * *   
* * * *  ( h e r e a f t e r  r e f e r r e d  t o  as ***** ). Both board members have engineer ing 
daqrees and extensive experience Ln engtneerlng, which has r e s u l t e d  i n  t h s i ~  
development o f  i nven t i ons  and ob ta in ing  o f  patents.  

Your p r o p o ~ e d  budget8 6h3w 9******* per  year w i t h  expenses c o n s i s t i n g  o f  d i r e c t  
l a b o r ,  occupancy, and fund-raising. You i n d i c a t e d  t h a t  you came i n t o  ex is tence 
t o  app ly  f o r  g ran ts  s ince  ****  had app l i ed  f o r  8ome qranta and been t o l d  the  
g r a n t s  would be prov ided t o  n o t - f o r - p r o f i t  e n t i t i e s  on ly ,  ***** had app l i ed  f o r  a 
$********** grant .  

You c l a i m  t o  be a research  organ iza t ion  operated i n  con junc t ion  w i t h  a hosp i ta l .  
I n f o r m a t i o n  you prov ided conf irmed an agreement between ,the medical o f f i c e s  of 
* * * * * * * *  ****** ** ************  and ***** * * * * * * * * * * * * **** , I t  i l a o  showed t h a t  *******  
i s  medical  d i r e c t o r  a t  t he  h o a p i t a l  J i t h  which you c l a i m ' a f f i l l a t i o n .  

Your research  w i l l  be conducted b y  *********** *******  and h i a  aaaociates, * * * * * *  
********  ,  ******** ********  ,  and t h e i r  associates. 

YOU p r o v i d e d  a pamphlet t h a t  i nd i ca tee  your  miss ion  i a  tb manufacture e x i s t i n g  
med ica l  devices a t  a f ' lo rdab ls  Q r i c e s  f o r  people u i t h  d i s a b i l i  t lea,  research  and 
development o f  new med,lcal dev icer ,  and t o ' h e l p  innocent people and people w i t h  
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disabilities, including, but not limited to creatin~ new jobs for them. You 
further stated that you were in the process of completion and preparing for 
production the atand/walker *****************" developed by ***. 

Section 501(c) of the Code describes certain organizlations exempt from Federal 
income tax under section S01(a) and reads, in part, .as follows: 

" ( 3 )  Corporations,*@@ fund, or foundation, organized and operated exclusively 
for religious , charitable, acient ific, *** llterary , or educat lonal 
purposes, or to foater nation~l or international amateur sport8 competition 
(but only i f  no part of its activitioa invplve the proviaion of athletic 
facilities or equipment), or for the prav6ntion of cruelty to children or 
animals, no part of the net earning8 which inures to the benefit of any 
private shareholder or individual, no subrtantial part o f  the activrtiea of 
which is carrying on propaganda, or otharwrse attempting, to influenca 
legislation (except as otherwiae provided in subsection (h)), and which 
does not participate in, or Intervene in (including the publishing or 
distributing of statements), any political campaign on behalf of any 
candidate for public office," 

Section 1,90l(c ) ( 3 ) - l ( d ) ( S ) (  i i )  of the rsgulatlona stater! 
"Scientific research doaa not include actlvitiea of a type ordinarily 
carried on as an incldent to commercial or industrial operations, ar, 
for example, the ordinary testing or ln8pactron of materials or productr or 
the designing or construction of equipment, buildings, etc,". 

Section 1.501 (c)(3)-l (d)(S)( iv) of the regulations state, in part: 
fin organization wlll not be regarded as organized and operated for the 
purpose of carrying on scientific research in the public interest and, 
consequently, will not qualify under secti'on S01(c)(3) as a "scientific" 
or~anization, if: 
( a )  Such organization will perform reaearch only for persons which are 
(directly or indirectly) its creators and which are not described in 
section 501(c)(3), or...". 

Revenue Ruling 68-373, 1968-2 C.8. 206, indicates that an organization engaqing 
in clinical testing of drugs for pharmaceutical companies la not exempt. The 
testing enables the companies to comply with Food and Drug fidmlnistration 
marketing requirements. The organization is performing a service for the 
manufacturers. Therefore, the testing serves the private interest of the 
manufacturers rather than the public interest. 

You have operated for over *** years and indicate no financial data or minutes 
to date. Your only attempt at obtaining funding was for a project being done by 
***. As evidence of uhat you had done to date, you provided a report which was 
a review of published medical papers and promot ion for the stand walker 
developed by ***. You indicated that during those two years, you did the 
necessary work to get Federal Food and Drug Administration approval for the 
Stand/walker, Thus, you seen similar to Rev. Rul. 68-373 in regard to getting 
FOh approval, You mentioned product testing, manufdcturing, advancement of 
religion and providing jobs for handicapped but have provided no detail or 
budgets that would substantiate such activities. 

You have failed to show that you are not merely performing enqineering services 



for purposes of test in0 and improving products of *** and other manufactures, 
thus, promoting their private benefit. You have failed to show that you will do 
research for anyone other than your founders since you show no revenue from 
government or other organizations that sponsor research projects, and your 
primary activity to date has been looking at a product developed by ***. 

You claimed to be doing research in conjunction with a hospital but failed to 
provide any evidence of that hospital's involvement or even knowledge of your 
research. A letter you provided was evidencing a relatibnship between the 
medical practice of your board member and****. 

Under existing procedures, the Internal Revenue S~rvica will recognize exempt 
status only i f  operations or proposed operations are described in aufficiant 
detail to permit a conclusion that the or~anizetion will clearly meet the 
~ s ~ b i c u l a r  requirements of the aection under which bxempt ion is claimed. A mere 

.tement of purpors or a statement that proposed'activities wlll be in 
furtherance of such purposes will not aatisfy this 6equirement. The 
organireticn must fully describe the activities in which i t  expects to engage, 
including standards, criteria, procedures, or other meand adopted or planned for 
carrying out the activitieat the anticipated aourcer of receiptst and the nature 
of contemplated expenditures. A record of actual operattons may be required 
before a ruling or determlnatlon letter will be iasued, The porltion of the 
Service Ln this matter is set forth in section 5 of Revenue Procedure 98-27, 

Accordingly, since the information submitted does not clearly show that you will 
be operated exclusively for section 501(c)(3) purposes, a determination of your 
status under saction 501(c)(3) of the Code cennot be made at this time. 

I 

hccordingly, you are not exempt under section 501(c)(3) ,of the Code and should 
file Forms 1120. Contributions to you are not tax deduqtible by donora, 

You may, if you desire, resubmit an application for.exemption after you have 
actually operated in furtherance of your stated purpo5es to an extent to clearly 
show your character and method of operation. In order to adequately demonstrate 
that you have, or have not, operated in a manner conrist'ent with exempt ion under 
section 501(c)(3) of the Code, you should maintain records such as transcripts, 
brochures, programs, and the like, and submit sufficient records with the 
application to permit a conclusion as to exempt status at that time. 

I f  you do not agree with these conclusions, you may, within 30 days from the 
date of this letter, file in duplicate a brief of the facts, law, and argument 
that clearly sets forth your poeition. If you dbsir'~ 811 Oral discussion of the 
issue, please indicate this in your protest. The enclos,ed Publication 832 gives 
instructions for filing a protest. 1 

If you do not f ile o protest with this off ice within 30 /days of the date of this 
report or letter, this proposed determination will becoqe final. 

If you do not protest this proposed determination in a tinely manner, It will be 
considered by the Internal Revenue Code as a failure to exhaust available 
administrativa remedies. Section 7428 (b ) (2 )  of the fntdrnal Revenue Code 
provides in part that.. " h  declaratory judgment or docre4 under thin section 
shall not be issued in any proceeding unless the Tax Court, the Court of Claims, 
or the district court of the United States for the Oistcict of Columbia 
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determ inea t h a t  the  o rgan iza t i on  invo lved has exhau!bted 'admin is t ra t ive  remedies 
a v a i l a b l e  t o  i t  w i t h i n  the  I n t e r n a l  Revenue'Service.* 

I f  t h i s  de terminat ion  l e t t e r  becomes a f i n a l  determinat ion,  we w i l l  n o t i f y  the  
approp r ia te  S ta te  O f f i c i a l s ,  as requ i red  by s e c t i o n  6104(c)  o f  the  Code, tha t  
based on the  in format ion  we have, we a re  unable t o  recognize you as an 
o r g a n i z a t i o n  o f  t he  type described i n  Code sec t i on  5 0 1 ( ~ ) ( 3 ) *  

I f  you agree with theas conclusions o r  do not  wish t o  f i l e  a w r i t t e n  p r o t e s t ,  
p lease s i Q n  and r e t u r n  Form 6018 i n  the enclored self-addressed envelope a8 soon 
as  p o r a i b l e ,  

If you have any f u r t h e r  questions, p lea rs  contact  the,  person uhoae name and 
telephone number are  shown a t  the  beg inn in^ o f  t h i n  l e t t e r .  

S incere ly ,  

******** *** *****   
D i r t r i c t  D i r e c t o r  

Enclosures: 
Pub1 i c a t  i o n  892 
Form 601 8 


